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APPENDI X B

RETI REMENT AND | NSURANCE SUPPLENENT

A CRED TED NAFI EMPLOYEE SERVI CE

After attaining eligibility for an annuity, the following, if applicable,
shal | be added to arrive at total credited NAFI enployee service for conputing
the amount of the annuity.

1. Unused Sick Leave. Unused sick |eave that has been accunul ated by an
enpl oyee at the time of his or her retirenent shall be added to the enpl oyee’s

period of credited service in order to determne the total period of credited
service.

2* Military Leave of Absence. During the time an enployee is carried on
| eave Wi thout pay because of interruption of his or her credited NAFl service
by honorable active U S. mlitary service, he or she remains in a continuous
service status, not to exceed 5 years, provided the enployee returns to
civilian NAFI enploynent within the period of time prescribed by 38 u.s.cC.
Chapter 43. Duplicate NAFI service credits will not be granted for the sane
period of tinmne.

B.  AMOUNT OF ANNUITY AT NORMAL (AGE 62) OR DEFERRED RETIREMENT

The amount of yearly retirement annuity payable to an enpl oyee, commencing
at his or her normal or deferred retirement date shall be the amount of the
annuity formula reduced by the social security offset. \Wen the anount of the
yearly annuity is conmputed on a basis of other than the annuity fornula reduced
by the social security offset, nultipliers shown in subsection B.2., bel ow, may
be adjusted so that the annuity, when added to social security, shall be at

| east equal to the results of the application of the annuity formula reduced by
the social security offset.

1. “H gh-3" Average Conpensation. “H gh-3" average conpensation means the
hi ghest average rate of Dbasic annual conpensation for any 36 consecutive nonths
for which contributions were made to the enployee retirenment program

2. Annuity Fornula. The sumof the annuity fornula (explained in
paragraph B.2.a. and b. below) shall not exceed 80% of the high-3 average
(paragraph B.2.c).

a. For each of the first 10 years of credited service, 1-1/2 percent
of “high-3" average conpensation or, if greater, 1 percent of “high-3" average

conpensation plus $25.

b. For each year of credited service after the 10th year, 2 percent of
“high-3" average conpensation or, if greater, 1 percent of "high-3"average
conpensation plus $25.

c. Eighty percent of “high-3" average conpensati on.
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3. Mninmum Annuity. A minimumannuity shall be provided only to the
degree necessary to prevent |lowpaid vested plan participants fromretiring
wi t hout sone NAFI - provided annuity.

4. Social Security Integration - Social Security Ofset. Heads of
Conponents may integrate war pension plan benefits wth Social Security
benefits. Integration may be acconplished by the Social Security offset nethod
whereby a person’s pension is reduced by an appropriate percentage of the
person’s Social Security benefit.

It should be noted that a reduction or elimnation of the Soci al
Security offset to a NAF plan, w thout naking other changes to the plan, would
I ncrease the anount of the plan’s pensions (see Chapter vI.A.2.).

Heads of Conponents should periodically review their NAF plan(s)
pension integration and basic annuity conputation fornmulas and nmake changes as
appropri ate.

5. Retention of Accrued Credited Service for Retirenment Annuity Purposes

a. When an RFT DoD Conponent NAFI enpl oyee, who is participating in
the Conponent’s NAFI retirenent plan, term nates enploynent (for reasons other
than retirement) and is enployed by another DoD Conmponent NAFI within 90
cal endar days, and the gaining nNarr offers a different retirement plan, the
enpl oyee may carry forward his or her credited service accrued for’ retirenent
annuity purposes. The reenployed enpl oyee shall carry forward all prior
credited service as accrued up to the date of termnation or subsequent
termnation. (Exception: If the gaining NAFI retirenent plan does not cover
part-time enployees, then crediting part-tine service froma different NAFI is
not required.)

b. Upon retirement from the gaining DoD Conponent NAFI, the enpl oyee’s
retirenment annuity shall be the sane as if the entire period of conbined
creditabl e RFT NAFI service had been creditable under the gaining DoD Conponent
NAFI retirement plan. The retirenment annuity so determ ned under the gaining
NAFI retirenment plan shall then be reduced by the amount or amounts that woul d
be payabl e under the | osing NAFI retirenent plan or plans. \Wen an enpl oyee
termnates enploynment with the |osing narx before becoming vested, the enployee
will not be entitled to any benefits fromthe |osing NaFr, except for a
wi t hdrawal of his or her own contributions. However, credited service rendered
for the losing NAFlI shall be carried forward and counted when determ ning the
enpl oyee’ s accrued benefits and shall further be counted in determning the
enpl oyee’s position on the vesting schedule of the gaining NAFI retirenment
plan. However, the position on the vesting schedule is not applicable for
determining any eligibility for a disability annuity, as the requirenments for
such vesting are those of the gaining war1's retirement plan only. \Wen such
termnated enployee withdraws his or her contributions before becom ng vested,
the retirement benefits due fromthe gaining narr plan shall be reduced and
of fset by the amount as specified in subparagraph B.5.b.(4), bel ow.

(1) The retirement annuity for such an RFT NAFI enpl oyee shall be
comput ed using the gaining nari‘s retirenent plan conputation. [t shall be

based on all accrued credited service as rendered under the prior DoD Conponent
NAFI enpl oyee retirenent plan Or plans, plus all service creditable under the
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gai ning DoD Conponent’s NAFI retirenment plan or plans. The |osing DoD
Conmponent NAFI shall transfer such data as required to the gaining NAFI in
accordance with paragraph B.5.b., above. The gaining DoD Conponent NAFI shall
disregard any service rendered in a part-tine capacity, if such service is not
otherwise credited for its own part-tinme enpl oyees.

(2) The resultant annuity, based on all credited service
(i ncluding service rendered before the enpl oyee becane vested) shall be offset
by the anmount or anounts which woul d be payable under the |osing DoD Conponent
NAFI retirenment plan or plans, at age 62, without regard to whether the
enpl oyee has or has not withdrawn his or her prior contributions and after
application of the social security offset. |If the enployee is 62 at the tine
of termnation fromthe |osing DoD Conponent NAr1, the amount of the offset
shal | be that anmount which would be payable if the enployee had retired and
comrenced i nmmedi ate receipt of the annuity at the time of that termnation.

(3) For purposes of determning the offset mentioned in
subpar agraph B.5.b.(2), above, the annuity anount accrued during the prior
peri ods of enployment shall be as reported in accordance w th subparagraphs
B.5.c.(3) or c.(4), below. The actual calculation shall be based upon the
annuity formula in effect at the time of termnation of enployment fromthe
prior DoD Conponent NAFI. |In calculating this annuity, the social security
of fset shall be applied as of the date of termnation. TOthe extent that an
enpl oyee was not vested at his or her prior termnation date froma |osing
NAFI, the annuity amount for which the losing NAFI shall be l|iable, assumng
such enpl oyee withdrew his or her contributions, shall be equal to zero.
However, as stated in paragraph B.5.a., above, credited service shall be
carried forward and counted when determning the enployee's accrued benefits
with the gaining NAFI, subject to the offset provided in subparagraph
B.5.b.(4), below.

(4) Wen an enpl oyee was not vested at his or her prior
termnation froma |osing NAFTI and when such term nated enpl oyee withdraws his
or her prior contributions, the gaining NAFI shall reduce benefits otherw se
due by an offset. The offset shall be equal to the annuity amount which the
enpl oyee’s own contributions woul d have been sufficient to fund for himor her,
assum ng such contributions had continued on deposit since initially
contri but ed.

c. In the case of each affected, or potentially affected, enployee, it
is the responsibility of the gaining DoD Conponent NAFI retirement plan
admnistrator to request from the counterpart |osing poo Conponent retirenent
plan admnistrator or admnistrators, a statement setting out:

(1) The enployee's nane (last, first, MI.), social security
nunber, date of birth, beginning and ending periods of NAFlI rer enploynent, RPT
enpl oyment, and number of years (including partial years) of accrued credited
service for annuity accrual purposes under the [osing DoD Conponent’s NAFI
retirenent plan.

_ (2) The salary or wage history of the. enployee, including an
expl anation of the years used in calculating average conpensati on upon which

the annuity calculation is based.

B-3



1401 .1-M

(3) The actual calculation of the resultant accrued annuity
amount, assum ng commencenent of such benefit at age 62. If a termnating
enpl oyee previously withdrew his or her enployee contribution, two separate
cal cul ations shall be provided as foll ows:

(a) The annuity such participant would have received had he
or she left all enployee contributions in the plan (this amount shall represent
the amount of the actual offset to such gaining NAFI retirenent plan).

~ (b) The annuity anount actually due the enployee, if any, and
the date benefits are schedul ed to commence.

(4) If a termnated enpl oyee was not vested at his or her
termnation date, the losing NAFI shall specify the annuity anount that the
enpl oyee’s own contributions would have been sufficient to fund for himor her,
assum ng such contributions had continued on deposit since initially
contributed. 1n addition to specifying this amount, the |osing nNaFr shall
further specify to the gaining narr whether or not a benefit is actually due
for contributions not previously w thdrawn.

d. It is the responsibility of the |osing DoD Conponent NAFI
retirement plan admnistrator to provide pronptly the above data upon request.
| f prior know edge indicates that the data is needed, the |osing NAFI shal
furnish any data necessary to provide full and fair disclosure to the gaining
NAFI . In the event a termi nated enployee was not vested at the tinme of
termnation, the |osing NAFlI shall provide the information required in
subpar agraphs B.5.c.(1) and (4), above.

e. The gaining DoD Conponent NAFI retirenment plan admnistrator shal
record the applicable enployee statistics as supplied in subparagraphs
B.5.c.{1) through (4), above, in the affected enployee’s retirenent plan
records and apply the offset when retirement annuity paynments commence. |f
retirement benefits are to commence before age 62, the gaining NAFlI shal
actuarially reduce the anount of the offset (to be applied fromthe |osing NAFI
Or NAFIs) SO as to reflect the early paynents of benefits.

f. The gaining narr shall notify the |osing NAFI or naris of the
enpl oyee’ s actual retirement date and the date annuity benefits are to
commence. Under standard practice, an enployee shall be eligible to wthdraw
his or her own contributions fromthe |osing NAF retirement plan but the
enpl oyee shall not be eligible to receive his or her retirenent benefits from

the losing Nar retirement plan or plans until actual retirement from the
gai ni ng NAFI.

_ - g. The above portability shall not apply to a termnating enployee who
is eligible and has since commenced receiving, or i s about to receive, a

retirement annuity fromthe losing NAFI plan. In this event, the enployee
shal | be considered a new enployee with the gaining DoD Conponent NAFI.

_ h.  The losing NAFI shall not transfer and the gaining NAFI shall not
require the transfer of any pension assets to acconplish the intent as outlined
here.
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c. SURVIVOR BENEFI TS

Survivor benefits may be provided in one or more of the follow ng forns:

1. Survivor’'s Annuity on Death of Enpl oyee

a, Eligibility. If an enployee dies while enpl oyed, and after
conpletion of at Teast 60 nonths of credited NaFI service, an annuity shall be
payable to the surviving spouse. The spouse nmust have been narried to the
empl oyee for at least 1 year immediately preceding the enployee’s death or be
the parent of a child born of the marriage.

b. Anpunt of Survivor Annuity on Death in Service. The amount of the
survivor annuity payable to an eligible surviving spouse shall be 55 percent of

the greater of the amounts determ ned under subparagraphs c.1.b.(1) or (2),
bel ow, mnus (3), below

(1Y The annuity formula - without reduction for age of enployee at
time of death.

(2) The lesser of the amounts deternined under subparagraphs
C.1.b.(2) (a) or (b) below

(a) Forty percent of the enployee’s “high-3" average
conpensati on.

(b) The annuity fornula after increasing credited service by
the period from the enployee’'s date of death to age 60.

(3) One hundred percent of any surviving spouse’s benefit
currently payabl e under the Social Security Act.

c. Adjustment of Anmount of Survivor Annuity. The amount of survivor
annuity shall be adjusted upon commencenent, cessation, or recommencenent of a
surviving spouse’s benefit under the Social Security Act. The anount of the
survivor's Social Security inconme award shall be applied automatically as an
of fset when the surviving spouse beconmes 60 years old or, if later, upon the
death of the enployee without regard to whether the surviving spouse actually
el ects to commence receipt of it. The amount may not be adjusted because of
changes in the social security benefits created by an anendnent to the Soci al
Security Act or by automatic increases in social security benefits reflecting
increases in the Consumer Price |ndex.

d. Duration of Payment of Survivor Annuity Follow ng Death in Service.
The surviving spouse’s annuity paynents are payable as of the 1st day of each
month follow ng the enployee’s death. Paynents shall continue until the |ast
mont hl y paynent before the earlier of the follow ng dates:

(1) The death of the surviving spouse.

(2) The date of remarriage of the surviving spouse if such
marriage occurs before age 60.
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e. Conditions for Termnation and Recommencenent of Survivor Annuity

(Death in Service). A survivor annuity that is term nated because of
remarriage before age 60 nay again become payable if the remarriage is
termnated by death, annulnent, or divorce and if the surviving spouse repays
any |unp-sum benefit that was paid upon termnation of the annuity. Such
repayment may be made by w thhol ding the annuity payable until the |unp-sum
benefit paid is satisfied.

2. Survivors Annuity on Death of Annuitant After Retirenent

a. Eligibility

(1) If an enployee is married when he or she retires, unless the
enpl oyee elects not to provide for a surviving spouse annuity, his or her
annuity is automatically reduced actuarially and a survivor annuity shall Dbe
payable to the surviving spouse. A plan may provide for a uniform 10 percent
reduction instead of an actuarial reduction.

(2) If an enployee is not married when he or she retires, the
enpl oyee may el ect an annuity with a survivor benefit provided proper nedical
authority recommends to the Head of the oo Conponent that the enployee is in
good health for his or her age. |In such event, the enployee's annuity shall be
reduced actuarially and an annuity shall be payable to the child (or children)
or another person having an insurable interest designated by name,

b. Anmount of Survivor Annuity (Death After Retirenent). The amount of
the survivor annuity shall be 55 percent of all or any of the portion of the
enpl oyee’s annuity which he or she elects or accepts as a basis for the
survivor benefit, calculated as follows:

(1) If the enployee retires at or after age 62, the anount payable
to the surviving spouse shall be 55 percent of the portion of the enployee’s
annuity elected as the basis for surviving spouse annuity. This 55 percent
factor shall be calcul ated against the applicable portion of the enployee's
annuity before the 10 percent or actuarial reduction is nade so as to provide
for survivor annuity as prescribed in paragraph c.2.a., above.

(2) Upon retirement before age 62, the enployee may designate al
or any portion of his or her tenporary and lifetine annuity as the basis for
surviving spouse annuity. (Temporary annuity is the amount that shall be paid
only until the enployee attains age 62, at which tinme the social security
of fset becones applicable. Lifetinme annuity is the anount that shall continue
to be paid after the enployee attains age 62.)

(a) If the enployee should die before attaining age 62, the
surviving spouse annuity shall be reduced (as of the Ist day of the nonth
coincident with or imediately follow ng the date on which the enpl oyee woul d
have attained age 62) by 55 percent of the anopunt of social security offset
that woul d have been applied to the enployee’s annuity had the enployee |ived
to age 62.

(b? If the enployee dies after age 62, at which tine his or
her own annuity shall have been reduced by discontinuance of the tenporary
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portion , the surviving spouse annuity shall be 55 percent of the enployee’s
lifetime annuity.

(3) When the enpl oyee does not have a spouse and el ects an annuity
with a survivor benefit to a child (or children) or other named person having
an insurable interest, the annuity for the designated survivor (or the annuity
to be divided anmong two or nore designated children) shall be 55 percent of all
or any portion of the enployee’s |lifetinme annuity that he or she elects as a
base for the benefit remaining after the reduction for the survivor annuity.

(a) In the event of early retirenent (that is, before age 62)
and when the retirenent plan provides for social security offset, the survivor
annuity shall Dbe calculated at 55 percent of the applicable portion of the
enpl oyee’s lifetime annuity (that is, the amount of the enployee’s annuity that
woul d be payable after application of the social security offset at age 62,
regardl ess of whether the enployee dies before or after age 62).

(b) If two or nore children have been designated by nane, the
total anmount of survivor annuity payable shall be proportionately reduced upon
the death of one or more of those designated who were living on the date the

enpl oyee’s retirenent annuity becane payable, whether such death occurs before
or after the death of the enpl oyee.

(4) If the death of a disability annuitant occurs, the surviving
spouse benefit shall equal 55 percent of the elected portion of the enployee’s
annuity before social security offset, less 100 percent of any surviving
spouse’ s benefit payable” under Social Security. (A disability annuitant nay
designate only a spouse for survivor annuity.)

_ (5) Wen the enployee’s annuity is conputed on a basis other than
the annuity formula reduced by the social security offset (see subsection B.4.,

above), in the case of a provision for the surviving spouse annuity, the
conputation of the 55 percent shall be applied to the annuity before the
10 percent or actuarial reduction, and in the case of a provision for a child
(or children) or other naned person, after application of that reduction.

3. Lunp-Sum Death Benefit. This benefit applies only when the enployee’s
contributions with interest exceed the annuity paid or payable.

a. Ampunt. The anpunt of any | unp-sum death benefit when an annuity
I's not payable, shall be equal to subparagraph c.3.a.(1) mnus (2), below

(1) The enployee’s contributions to the plan, with interest, to
the earliest of the Ist day of the month in which the enployee's death occurs,
or the date annuity paynents beconme payable to the enpl oyee.

(2) The sumof all annuity paynents nmade to the enployee or a
survivor, whether the survivor is a surviving spouse or children designated by

name or another person having an insurable interest.

b. Events warranting Lunp-Sum Paynent. A lunp-sum death benefit, if
any, becones payable on a date determ ned as foll ows:

B-7



1401 .1-M

(1) Wen no survivor annuity is payable, the date of death of the
enpl oyee.

(2) When a survivor annuity is payable, the date of death of the
| ast survivor to whoman annuity is payable or, if earlier, the date on which a
survivor annuity ceases because of remarriage before age 60.

(3) Wen a surviving spouse would qualify for a survivor annuity
upon or after the death of an enployee, but no survivor annuity would be
payabl e because the social security benefit provides the full anmount or nore, a
| unp- sum deat h benefit shall be payable to the spouse. In such circunstances,

i f a survivor annuity becones payable at a |ater date because of cessation of
social security benefits, the survivor shall be required to refund the amunt

of any paid |unp-sum death benefit. Repaynent may be nmade by withhol ding the
annuity payable until the paid [unmp-sum benefit is satisfied.

D. DI SABILITY BENEFI TS

1. Amwunts. The anount of the disability benefit shall be equal to the
greater of the anounts deternined under paragraphs p.t.a. or b. nminus c.,
bel ow.

a. The annuity fornmula - without reduction, regardless. of the
enpl oyee’ s age.

b. The lesser of the anounts determ ned under subparagraphs D.1.b.(1)
or (2), below

(1) Forty percent of the enployee’s “high-3" average conpensati on.

(2) The annuity formula after increasing credited service by the
period fromthe enployee's date of separation for disability to age 60.

C. One hundred percent of any benefit that the enployee is entitled to
under the Social Security Act, provided that on or after the date the enpl oyee
attains age 62, this amunt shall be no less than 12 tines the nmonthly primary
i nsurance anount for the enployee as of the date the enployee attains age 62.

2.  Reconputation. The anount of the disability annuity shall be
reconput ed whenever social security benefits payable to the enpl oyee commence,
cease, or recommence. The anount shall not be reconputed or adjusted on
account of changes in the Social Security Act or by automatic increases in
social security benefits reflecting increases in the Consumer Price |ndex.

3. Duration. Disability annuity payment shall continue, provided the
enpl oyee remains totally and permanently disabled, until normal retirenent
annuity payments begin. when the enployee reaches normal retirement age, he or

she may elect to continue on disability annuity or receive a regular retirement
annui ty instead.

E. TERM NATI ON OF EMPLOYMENT OR CHANGE | N EMPLOYNMENT STATUS

The follow ng options are available to an enpl oyee when, for any reason
ot her than death, his or her service is termnated before a nornal or earlier
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retirement, or the enploynent status is changed so that the enployee is
ineligible to continue to participate in the retirenment plan.

1. Option A An enployee may have all his or her contributions returned;
and in addition, if the enployee has been enployed for 3 full years, for which
he or she has nmade contributions, such enpl oyee shall receive interest on these

contributions. Nointerest is payable for an enployee who terninates before
conpleting 3 full years of credited service.

2*  Option B.

a. an enployee who has conpleted nmore than 5 years of credited service
but is still under age 30, may leave his or her own contributions in the plan
and | ater receive an annuity conmencing on his or her normal retirenment date,
if the enployee is then living, in the amount that the enployee’s contributions
have been sufficient to purchase for himor her.

b. an enployee who has conpleted 5 or nore years of credited service
and has attained the age of 30 shall receive an annuity at normal retirenent
age based on his or her and the enployer’s contributions.

c. |If the amount of annuity payable would be $600 per year, or less, a
one-time |unp-sum paynent of equivalent actuarial value may be nade instead.

d. An enployee who has elected Option B may elect to have his or her
annuity begin on the 1st day on any nonth during the 10-year period inmrediately
preceding his or her normal retirement date. In this case, however, the
enpl oyee’s annuity shall be reduced at the rate of one-third of 1 percent for
each month (4 percent each full year) by which the el ected annuity commencenent
date precedes age 62.

F.  GROUP LI FE | NSURANCE

Li fe insurance shall be provided in an amount equal to an enpl oyee’ s annual
pay rounded to the next higher thousand plus $2,000.

G ACCI DENTAL DEATH AND DI SMEMBERVENT

This coverage shall be furnished in an anount equal to the life insurance
coverage subject to the customary schedul es for disnmenbernent and the usual
excl usions, including physical or nental infirmty or disease, ptomaine or
bacterial infection, medical or surgical treatnment (unless made necessary by a
covered injury) , suicide, or intentionally self-inflicted injury, or war or any
act of war.

H  COVPREHENSI VE MEDI CAL EXPENSE

1. Conprehensive Medical Expense Benefits. Conprehensive nedical expense
benefits cover nedical expenses that result from serious or prolonged
disabilities as well as fromordinary injuries or diseases, regardless of the
nunber of in-juries or diseases suffered. Benefits shall not only be payable
for expenses arising in the hospital, but also for nedical charges that are not
a part of the hospital bill.
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2. Amount of benefits. The anounts of benefits shall be:

a. One hundred percent of the first $1,000 of allowable hospital
expense incurred in any cal endar year, plus 80 percent of the amount in excess
of a deductible $100 (see subsection H.3., bel ow).

b. Eighty percent of reasonable and customary surgical expenses
incurred in any cal endar year, in excess of a deductible $100 (see sub-
section H.3., bel ow).

c. FEighty percent of other nedical expenses in excess of a deductible
of $100 in any cal endar year. However, for excess expenses which are for
treatnment of a nmental or nervous disorder while not confined in a hospital as
an inpatient, the benefit shall be 50 percent.

3. Deductible. A deductible of $100 in each cal endar year shall be
appl i ed to each 1 nsured enpl oyee and dependent before “other nedical expenses"
qualify. The maxinum fam |y deductible shall be $300 per cal endar year.

4, Lifetine benefit. For any plan offered, including |owoption type
plans, the lifetine benefit for all incurred covered nmedical expenses comnbi ned

shall be unlimted. This unlimted lifetime amunt applies separately to each
insured famly nenber.

5. Second Surgical Opinions. Each plan, including |owoption type plans,
shal | reinburse 100 percent of the expense incurred for a second surgical
opinion, and a third one, if the first two opinions do not agree.

6. Catastrophic Coverage. Each plan, including |owoption type plans
shal | provide a maxi num out - of -pocket |imt so that when any insured famly
menber’ s costs exceed a predeterm ned fixed anount, the plan will pay 100
percent of that person’s costs for the rest of the calendar year. There shall
be a maxi num out-of-pocket limt for the famly so that when a famly's total
costs exceed a predetermned fixed amount, the plan will pay 100 percent of the
famly's costs for the rest of the cal endar year.

7. Coordination Wth Qther Benefits. The nedical expense benefits program
Is designed to help nmeet the cost of disease or injury. Since it is not
I ntended that greater benefits be received than the actual nedical expenses
i ncurred, the amount of benefits payable under the program shall take into
account any coverage a family nenber has under ot her group plans; that is, the
benefits under this program shall be coordinated with the benefits of the other
group plans.

8. Effect of Medicare. Heads of DoD Conponents shall ensure that the
coordination of Medicare wth NAFlI enployee benefit provisions shall be in
conpliance with currently applicable laws, rules, and regul ations.

9. Dependents. The follow ng categories of dependents shall be eligible
for coverage under the conprehensive medical benefits prograns:

a. The enpl oyee’s spouse.
b. Unmarried children under age 19.
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c. Unmarried children under age 23 who are full-time students and al so
recei ve over 50 percent of their support from the enpl oyee.

d. A child of any age who is physically or nmentally handi capped and
who depends on the enployee for support, if the handicap existed before the
child s 22nd birthday, or 23rd birthday if the child met the conditions of the
previ ous paragraph (c) at the time he/she becane handi capped.

e. The term “children” shall include the enployee’s natural children,
adopted children, stepchildren, foster children, and other children who are
dependent upon the enployee for support and live with the enployee in a regular
parent-child relationship.

10. Extension of coverage. At the option of the Conmponent, if a covered
enpl oyee Toses eligibiTity for conprehensive nedical expense coverage for any
reason except voluntary cancellation, he/she may continue to be insured for
conprehensi ve nedi cal expense coverage for the 90-day period inmrediately
following the date he/she ceases to be eligible, if hel/she:

a. Mkes application for such extended coverage before such date;
b. Biweekly pays enployee’s and enpl oyer’s share of the prem um and

c. Has Dbeen continuously insured under the policy during the three
mont hs i mmedi ately preceding the date eligibility ceases.

- The premum payable shall be at the then applicable rate of the policy.
No evidence of insurability or nmedical exam nation shall be required to
continue such coverage.

. CONVERS|I ON PRI VI LEGES

Wien by reason of termnation or other change in his or her enploynent
status, an enployee is ineligible to continue to participate in the group life
i nsurance or group nedical plan, conversion privileges to individual life
policies or individual nedical expense policies shall be made available, in
accordance with the conditions of the insurance policy in force. Life
i nsurance and nedi cal expense policies, if converted to individual policies
within 31 cal endar days of termnation of the group life or group nedical plan
coverage, shall be issued wthout nedical exam nation and at the insuring
conpany’s or conpanies’ regular rates for individual |ife insurance or nedical

expense benefits plans. The whole cost of such insurance shall be borne by the
i nsured.

J. WAIVER OF BENEFI TS

Eligible enployees who decline to enroll or participate in the retirenent
pl an, the conprehensive nedical expense plan, the life insurance plan, the

acci dental death and di smenbernent plan, or the disability plan, shall be

required to sign a waiver. The waiver shall explain the benefits declined (or
shall refer the enployee to docunents that explain the benefits declined) and

the inpact the decision to decline has on the enployee' s subsequent ability to
enroll in such benefit plans, including waiting period and evidence of

insurability requirements. The signed waiver, or a menorandum for the record
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signifying the enployee’s refusal to sign a waiver, shall be placed in the
enpl oyee’s O ficial Personnel Folder.

K~ BENEFI TS FOR RETI REES

The follow ng insurance benefits shall be provided to eligible retired
enpl oyees. Heads of Conponents may decide not to charge retirees for these
benefits.

1. Life Insurance

a. Eligibility. \Wen an enployee retires at normal retirement date
(age 62), or thereafter, with at least 5 years of credited service, and with 15
or nore years of accunulated participation in the group Iife insurance program
for active enployees, he or she shall be eligible for the group life insurance
program for retired enployees on the date retired, provided the enployee was
i nsured under such program on the day before retirenent.

b. Anount. Upon retirement on or after age 62, an amount of group
|ife insurance shall be continued, based on the amount of life insurance in
force on the day before retirenment, until attaining age 65. Upon attaining
age 66, the anmount of |ife insurance shall be reduced by 25 percent of the
amount in force just before attaining age 65. It shall be reduced thereafter
by a further 25 percent on each of the 67th and 68th birthdays and it then
shal | remain at 25 percent of the amount of insurance in force just before
attaining age 65.

2. Conprehensive Medical Expenses

a. Employees Who retire and have been participating in the health plan
for a reasonable length of time, and their dependents, shall be provided
continued medi cal coverage. Dependents (other than those children whose
coverage woul d be canceled at age 19 or 23) shall be eligible for continuous
coverage until receiving Medicare coverage at age 65, regardless of the
retiree’ s age.

b. Wen the retiree or dependent receives Medicare coverage at age 65,
Heads of Conponents are encouraged to at |east structure their plans so that
Medi care becones the primary carrier, and the NAFI plan becones the secondary
payer of benefits using the “governnent exclusion” nethod of integration,
subtracting Medicare paynents before applying deductible and copayment
provi si on.
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